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Central Bank   
Aid is Absorbed  Aid is not Absorbed 
Aid is 
Spent 
￿ Government spends the aid 
￿ Central Bank sells the foreign exchange 
￿ Current account deficit widens 
￿ Fiscal deficit widens  
(expenditures are increased) 
￿ Central Bank does not sell foreign exchange 
￿ International reserves are built up 















￿ Government expenditures are not increased 
￿ Central Bank sells the foreign exchange 
￿ Monetary growth is slowed; nominal exchange 
rate appreciates; inflation is lowered 
￿ Government expenditures are not increased 
￿ Taxes are not lowered 
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Period 
Country  Pre-Aid 
Surge 
Aid Surge 
￿GE  ￿T  ￿A  ￿(GE–T)/￿A 
Ghana  1999-00  2001-03  2.3  1.9  6.0  7 
Ethiopia  1999-00  2001-03  0.7  1.5  5.9  0 
Mozambique  1999-00  2001-03  6.7  1.3  5.0  100 
Tanzania  1998-99  2000-04  4.0  0.4  3.9  91 
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Incremental Impact of Aid on: 




















Swaroop et al. 
(2000) 
India  -  0.00  0.00  0.00  0.90  0.00  0.00  - 
Feyzioglu et al. 
(1998) 
14 LDCs  -0.57  -  0.95  0.23  -  0.13  0.29  0.72 




0.79  -0.39  -0.27  -0.05  -0.31  0.002  -  0.08 
Gupta (1993)  India  0.04  0.01  1.69  0.96  0.73  -  -  - 
Khilji & Zampelli 
(1991) 
Pakistan  1.00  -0.01  0.26  -  0.74  -  -  - 
-    10.36 *   12.82 *  -  -  -  -  -  Cashel-Cordo & 
Craig (1990) 
46 LDCs 
-      4.25 **     -2.79 **  -  -  -  -  - 
Pack & Pack 
(1990) 
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&#  %" 4 $*)  
Impact of Aid on 








McGillivray & Ouattara (2005)  Cote d’Ivoire  -0.92  -0.1  0.2 
Franco-Rodriguez (2000)  Costa Rica  0.05  -0.02  0.07  -0.08 
McGillivray & Ahmed (1999)  Philippines  -0.1  -0.02  0.02  -1.81 
Franco-Rodriguez et al. (1998)  Pakistan  -3.6  0.1  -2.4  0.9 
Iqbal (1997)  Pakistan  0.0  0.0  1.6  - 
Rubino (1997)  Indonesia  -1.4  -0.8  -0.7  - 
Khan & Hoshino (1992)  5 Asian countries  1.2  1.2  0.3  - 
Gang & Khan (1991)  India  0.0  0.0  0.0  - 
















































































































































































 * $7  $8 #''2 '#$ ) )#2 #  









Aid (aggregated)  -0.289  -0.196  0.170  -0.761 
Project Aid  -0.413  -0.958  1.477  -1.024 
Programme Aid  -0.163  0.244  -0.067  -0.387 
Technical Assistance  0.129  0.367  -0.531  0.322 
Mavrotas & Ouattara 
(2006) [Cote d’Ivoire] 
Food Aid  0.129  0.368  -0.531  0.323 
Aid (aggregated)  n/a  n/a  n/a  n/a 
Project Aid  -0.001  -0.050  -0.029  -0.098 
Programme Aid  -0.019  0.197  0.251  -0.489 
Technical Assistance  -0.015  0.292  0.138  -0.493 
Mavrotas (2005) 
[Uganda] 
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Grants  ++  --  +  -- 
Foreign Loans  +  ?  +  -- 
Malawi 
ODA  ++  --  +  -- 
Grants  ++  +  +  0 
Foreign Loans  ++  ++  +  0 
Uganda 
ODA  ++  +  0 
Grants  ++  +  --  + 
Foreign Loans  +  +  --  0 
Zambia 
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
Model  Parameter  Estimate  Std. Error  T-Statistic  P-value 
￿1  0.5470  0.0308  17.7546  0.000 
￿2  0.8332  0.0673  12.3716  0.000 
￿3  0.8919  0.0918  9.7161  0.000 
￿1  0.2014  0.1911  1.0538  0.294 
￿2  1.6051  0.1611  9.9642  0.000 
￿3  0.1554  0.1086  1.4311  0.154 
￿4  1.1647  0.1050  11.0939  0.000 
￿5  0.1412  0.1117  1.2649  0.208 
Aggregated Aid 
￿6  1.1013  0.0979  11.2456  0.000 
￿1  0.6259  0.0450  13.8975  0.000 
￿2  0.7044  0.2032  3.4668  0.001 
￿3  0.5543  0.2362  2.3461  0.020 
￿4  0.9017  0.1221  7.3859  0.000 
￿1  0.1717  0.2108  0.8147  0.416 
￿2  1.4782  0.1753  8.4325  0.000 
￿3  0.1646  0.0854  1.9263  0.056 
￿4  0.6763  0.1584  4.2704  0.000 
￿5  0.2355  0.1006  2.3413  0.020 
￿6  -0.6364  0.4484  -1.4191  0.158 
￿7  0.1375  0.1276  1.0772  0.283 
Disaggregated Aid 
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 )
Model  Impact    Estimate 
A  on Ig  (1–￿2) – (1–￿1)(1–￿2)￿1 – (1–￿1)￿2￿2  -0.454 
A  on G  ￿2 – ￿1(1–￿2)￿1 – ￿1￿2￿2  0.083 
A  on T  – (1–￿2)￿1 + ￿2￿2  -1.371 
Aggregated Aid 
A  on B  – (1–￿2)￿5 + ￿2￿6  -0.941 
A1 on Ig  (1–￿2) – (1–￿1)(1–￿2)￿1 – (1–￿1)￿2￿2  -0.113 
A1 on G  ￿2 – ￿1(1–￿2)￿1 – ￿1￿2￿2  0.021 
A1 on T  – (1–￿2)￿1 + ￿2￿2  -1.092 
A1 on B  – (1–￿2)￿7 + ￿2￿8  -0.803 
A2 on Ig  (1–￿3) – (1–￿1)(1–￿3)￿1 – (1–￿1)￿3￿2  0.111 
A2 on G  ￿3 – ￿1(1–￿3)￿1 – ￿1￿3￿2  -0.006 
A2 on T  – (1–￿3)￿1 + ￿3￿2  -0.896 
Disaggregated Aid 
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Impact  Ig  G  T  B 
A*  0.016  -0.001  -0.059  -0.524 
A1*  0.064  -0.004  -0.474  -0.435 
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Gov. Capital Expenditures (Ig)  Gov. Current Expenditures (G)  Revenue (T) 
Variables 
(1.1)  (1.2)  (1.3)  (2.1)  (2.2)  (2.3)  (2.4)  (3.1)  (3.1b) 
Constant  -4.21***  -2.43***  -2.30***  0.83  1.21**  1.27  0.76  1.19  -6.45* 
Revenue (T)  1.27***  1.05***  1.02***  0.91***  0.71***  0.77***  0.87***  -  - 
Imports (M)  -  -  -  -  -  -  -  0.44*  1.35*** 
Exports (X)  -  -  -  -  -  -  -  0.43  0.39 
Aggregate Aid (A)  0.14  -  -  -  0.18**  -  -  -  - 
Grants (A1)  -  0.00  -  -  -  0.07**  0.06**  -0.09  0.13 
Loans (A2)  -  0.19***  0.20***  -  -  0.05  -  0.15*  0.05 
Dummy (D83)  1.11***  -  -  -  -  -  -  -  - 
Dummy (D94)  -  -  -  0.86***  -  -  -  -  - 
R-Squared  0.70  0.71  0.69  0.46  0.45  0.42  0.40  0.71  0.86 
Wald Test  
(F-Stat) 
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